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OFFICE  OF  MANAGEMENT  AND 
BUDGET 

Circular  A- 102,  “Uniform 
Administrative  Requirements  for 
Grants-in-Aid  to  State  and  Local 
Governments” 

This  notice  revises  OMB  Circular  A- 
102,  “Uniform  administrative 
requirements  for  grants-in-aid  to  State 
and  local  governments.”  The  revision 
was  based  on  a  recommendation  by  the 
President’s  Cash  Management  Task 
Force,  and  brings  the  grant  payment 
policies  of  the  Circular  into  line  with  the 
cash  management  policies  of  the 
Department  of  the  Treasury. 

The  Treasury  regulations  provide  that 
Federal  cash  made  available  to 
recipients  of  grants  shall  be  timed  to 
coincide  with  their  cash  needs. 

However,  in  many  cases  Federal 
payments  to  recipients  have  included 
amounts  that  are  withheld  by  the 
recipient  from  contractors  to  assure 
satisfactory  completion  of  the  contract. 
The  time  lapse  from  the  point  the 
recipient  received  payment  and  the 
contractor  was  paid  in  full  has  varied 
from  thirty  days  to  more  than  a  year. 
This  practice  resulted  in  interest  costs  to 
the  Federal  Government  that  could  have 
been  avoided. 

The  revision  requires  that  recipients 
shall  not  be  reimbursed  for  amounts  that 
are  to  be  withheld  to  assure  satisfactory 
completion  of  the  work.  The  change  is 
effective  January  1, 1980.  However, 
Federal  grantor  agencies  may  defer 
implementation  to  January  1, 1981,  for 
recipients  that  must  amend  their  laws  in 
order  to  comply. 

The  proposed  revision  was  published 
for  comment  in  the  Federal  Register  on 
October  18, 1978.  In  response  to  the 
publication,  we  received  about  50 
comments  from  Members  of  Congress. 
Federal  agencies,  State  and  local 
governments,  associations,  and  others. 
There  follows  a  summary  of  the  major 
comments  grouped  by  subject  and  our 
response  to  each. 

Comment.  Several  commentators 
pointed  out  that  the  proposed  revision 
would  deprive  them  of  the  interest 
earned  on  the  Federal  payments. 

Response.  The  present  practice 
encourages  the  premature  disbursement 
of  Federal  funds  and  results  in  increased 
interest  costs  to  the  Federal 
Government.  It  is  estimaed  that  this 
amounts  to  about  $12  million  a  year.  The 
revision  would  end  this,  while 
continuing  the  policy  of  assuring  that 
funds  are  available  to  grant  recipients 
when  needed  by  them  to  make 
payments. 


Comment.  Many  commentators  stated 
that  the  revision  would  require 
extensive  changes  in  their  accounting 
systems  because,  as  originally  drafted, 
the  revision  appeared  to  apply  to  all 
costs,  and  would  have  required 
conversion  to  cash  basis  accounting. 

Response.  We  agreed  with  these 
comments  and  have  modified  the 
revision.  As  presented  here,  the  revision 
will  permit  recipients  to  continue  to  bill 
on  the  accrued  cost  basis,  handling 
retained  amounts  as  adjustments  in  the 
billing  system. 

Comment.  Some  commentators  stated 
that  the  proposed  revision  would  require 
a  change  in  State  or  local  law. 

Response.  We  agreed  that  time  should 
be  provided  to  permit  any  necessary 
changes  in  State  or  local  law.  As 
presented  here,  the  revision  authorizes 
agencies  to  defer  implementation  until 
January  1, 1981,  to  permit  such  changes. 

The  following  is  added  to  paragraph  5, 
Attachment  J,  Grant  Payment 
Requirements:  "With  respect  to 
payments  to  contractors,  recipients  shall 
not  be  reimbursed  for  amounts  that  are 
to  be  withheld  to  assure  satisfactory 
completion  of  the  work.  These  amounts 
will  be  paid  when  recipients  make  final 
payment  including  amounts  withheld.” 

Further  Information:  For  further 
information  contact  Mr.  John  J.  Lordan, 
Chief,  Financial  Management  Branch, 
Office  of  Management  and  Budget,  New 
Executive  Office  Building,  726  Jackson 
Place,  N.W.,  Washington,  D.C.  20503, 
(202)  395-6823. 

James  T.  McIntyre,  Jr., 

Director. 

|FR  Doc.  79-31004  Filed  10-4-79;  8:45  am| 

BILUNG  CODE  3110-01-M 


